volunteer force era. While it would be naive to
think this influence can be eliminated, given the
routine pressures on Congress, an independent
military pay board could perhaps minimize its
effects. Such a board, which the Defense Man-
power Commission proposed in 1976, could track
compensation and retention trends and recom-
mend to Congress the form and level of yearly pay
raises.

An independent board might also be able to
address other deficiencies in the current pay adjust-
ment mechanism, in particular those relating to the
Professional, Administrative, Technical, and
Clerical Survey. Due to several problems inherent
in the survey, even annual military pay raises
granted in strict accordance with its findings would
probably be inadequate to maintain comparability.
As Christopher Jehn reported in a study done at
the Center for Naval Analyses, the survey is not
representative of the jobs performed by most
enlisted personnel and many officers. According to
the study, any comparability of wage growth
among private-sector and military jobs most com-
parable to one another would only be happen-
stance.

Another problem in using the survey is that it
does not adjust for developing trend biases. The
composition of the civilian labor force with regard
to age, sex, and race, for example, has changed
dramatically in the last 10 years; the labor force is
younger and has a larger fraction of women and
minorities. Since these groups tend to have lower-
than-average earnings, a survey of private-sector
wages that does not control for the changing com-
position of the labor force will show slower wage
growth than each member of the civilian labor
force is actually experiencing.

Because the survey is based on the wages of
employed workers, a related bias tends to impart a
pro-cyclical bent to the wage changes needed to
maintain comparability. Since lower-wage workers
are more frequently laid off in a cyclical downturn,
the survey typically shows more wage growth dur-
ing a recession than has actually occurred. By con-
trast, employment increases in an improving econ-
omy are disproportionately greater among lower-
wage workers and bias the rate of wage growth
downward. Thus, the survey tends to overstate
wage increases needed to maintain comparability

during cyclical downturns (FY 1974 and FY 1975,
for example), but understates the increases re-
quired during expansionary periods (for example,
FY 1976 through FY 1980). As a result, com-
parability increases based on the survey, even when
granted, are likely to lead to cyclical fluctuations in
recruiting and retention. The only solution to these
problems is developing a better index.

Mixing basic and discretionary items

Some economists believe that even if a better
index linking military and civilian pay were
devised, recruiting and retention problems would
remain. They argue that occupational imbalances
would still exist because the military uses a single
pay table for all occupations, and the services
either lack or fail to utilize fully the discretionary
items of compensation available to eliminate im-
balances. More than 90 percent of military com-
pensation is in the form of nondiscretionary items,
including basic pay and allowances, retirement
benefits, and other entitlements. Though reenlist-
ment bonuses and other discretionary items are a
larger fraction of total compensation in the Navy
than in the other services, such items made up only
about 10 percent of outlays for personnel in FY
1981.

Failure to compensate according to occupation is
an outgrowth of a philosophy that stresses equal
pay for equal responsibility. This philosophy holds
that pay should vary by rank and experience, not
by occupation; it views as unfair the notion that
personnel of similar rank and experience should
receive different pay just because they are in dif-
ferent jobs. Its proponents also contend that too
much variation in compensation is undesirable
because it leads to lower performance and to
morale problems, at least among those in the
lesser-paid occupations. A corollary to this
philosophy is that general pay raises must be used
to solve recruiting and retention problems.

Economists object to the inefficiency of such an
approach. Because supply and demand conditions
vary considerably across occupations, at a given
pay level some occupations may be experiencing
shortages, while others are experiencing surpluses.
General pay raises are therefore costly solutions to
shortages that exist in only some occupations,
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 that occurred during the early part of the all-
